





Our International Controversies. 





HE sinking of the Arabic was an un- 
pleasant surprise, as the American 
public had concluded that although the 
German government was unwilling to 
directly concede the restrictions upon 

submarine warfare contended for by President Wil- 
son, it would take care that the issue was not re- 
newed. The President’s position was so definitely 
stated in his last note that the attack upon the 
Arabic, if authorized by the German government, 
would leave him no alternative short of a severance 
of diplomatic relations, and it was apparent that 
once this had occurred further conflict might easily 
lead to war. This grave situation has been relieved 
by the representations of the German government, 
which if correctly interpreted give assurance that 
the attack was without authority and contrary to 
official instructions. ~ This outcome, if confirmed, 
and followed by a complete understanding, will be 
very welcome. While the American people would 
unquestionably support the President to the end, 
their strong desire is to maintain an honorable and 
just neutrality. The friendship of America to the 
German people is based upon knowledge of the Ger- 
man character as exemplified in the millions of 
American citizens of German birth and parentage, 
and that friendship is genuine. 


The United States is the leading neutral nation, 
and upon President Wilson has devolved the chief 
responsibility in maintaining the rights of neutrals 
and non-combatants. In the course of time, and 
with the progress of civilization, there has been de- 
veloped a more or less definite code of international 
law, by which the rights of neutrals and non-com- 
batants in time of war have been recognized and 
defined. A more or less certain zone of safety, or 
area of action, has been gradually reserved from the 
field of war for the occupancy of non-combatants 
and for the protection of peaceful industries. In 
periods of peace, and during small wars when the 
interests of powerful nations were on the side of 
commerce, the rights of non-combatants have been 
strengthened, but in a great war, when many power- 
ful nations are at grips with each other, there is 
grave danger that all past gains for neutrals and 
non-combatants will be lost. If every question over 
their rights was to be settled upon the ground of 
momentary expediency, or upon what might seem to 
be a fair compromise as between differing opinions 
and conflicting interests, there would not be much 








U. S. SECURITIES 
GOVERNMENT FINANCE 
ECONOMIC 

AND FINANCIAL 
CONDITIONS 











NeEw York, SEPTEMBER, 1915. 


ground left to the people who want to remain at 
peace. President Wilson has been trying to hold 
the lines that have been established in the past, not 
for the American people alone, or for the present 
time only, but for all neutrals and all non-combat- 
ants, and for all future time. When he asserts the 
rights of an American citizen upon the seas, the 
merits of the contention do not depend upon the im- 
portance of the individual or of his mission; the 
issue is over the principle, heretofore accepted, that 
merchant ships in the world’s trade shall be at- 
tacked only after their nationality has been deter- 
mined by proper inquiry and non-combatants have 
been given a chance for their lives. Our position is 
the same as to all non-combatants as in respect to our 
own citizens, although this government has no direct 
responsibility except for American citizens. If this 
principle is maintained now, it probably never will be 
challenged again, and the field will be clear for us to 
contend in the future, as the United States and Ger- 
many have contended together in the past, for the 
complete immunity of all private property at sea. 

The stock market was unfavorably affected by the 
Arabic incident, but recovered with a sharp turn. 
General sentiment some time ago reached the con- 
clusion that the entry of the United States into the 
war, deplorable though it would be, would not seri- 
ously disturb business conditions here. The fact set 
out by the Comptroller of the Currency recently, 
that the national banks, which have less than one- 
half the lending power of all banks, were in position 
as regards reserves to expand their loans to the 
extent of $3,000,000,000, indicates the financial 
situation. The immediate business situation no 
doubt would be stimulated. The most serious prob- 
lem of the Allies, to-wit; how to find the means of 
making payment for the supplies they wish to buy 
here, would naturally be solved if the United States 
became interested on their side. The easiest way 
in which this government could give aid would be 
by lending its credit for that purpose. . There are 
now, however, stronger reasons than ever for the 
confidence heretofore expressed in. these columns 
that both governments sincerely desire to remain at 
peace with each other and will do so. 

The British government has finally taken the step 
of declaring cotton contraband of war, which, al- 
though open to challenge, is more defensible than 
the policy of seizing cotton when it was not on the 
contraband list. The action is based upon the un- 
deniable fact that cotton is used in the manufacture 
of war munitions. Germany is expécted to protest 
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against our acquiescence, but Germany has declared 
flax contraband and enforced her declaration by 
sinking an American ship for having a cargo of it 
on board. The government will fight out the ques- 
tion of contraband in each case on its merits, but 
although such questions involve important property 
rights they do not include the serious issues that 
arise where human life is at stake. 


The Exchange Problem. 


It was understood that with the big war loan out 
of the way the British authorities would address 
themselves to the task of providing support for 
London exchange in this market, and the problem 
has been under serious consideration during the 
past month. By way of holding the situation until 
larger measures were determined upon, additional 
gold shipments have been made, including two lots 
of about $19,000,000 each from London via Hali- 
fax, about $5,000,000 more from Ottawa and near- 
ly $6,000,000 from Australia, in all approximately 
$50,000,000 in round lots during the month of 
August. With the two shipments from London 
were also sent some $50,000,000 of American 
securities to be used for the same purpose, but the 
gravity of the situation is disclosed by the fact that 
these credits have failed to sustain the market. 
Demand drafts on London declined to $4.64 to the 
pound sterling, reacted a few cents and then turned 
down to $4.55, the lowest point so far touched. 
At this rate over six per cent. is added to the cost 
of all goods purchased in the United States when 
conversion is made into English money. The dis- 
count on francs is even greater. The value of the 
gold franc in our money is 19.3 cents, or 5.18 to the 
dollar, but during the last month the rate has been 
around 6 francs to the dollar. 

The situation has been discussed so much that 
there is nothing new to be said about the main 
features. It results naturally from the enormous 
excess of foreign purchases from us over our pur- 
chases from abroad. It is abnormal and could never 
exist in a state of peace, when trading is governed 
by choice and ordinary considerations of interest. 
But conditions will remain abnormal while the war 
lasts, and will have to be met with unusual efforts 
if the situation is to be kept under control; and 
if it is not kept under control there is likely to be 
serious interference with our foreign trade. There 
is no doubt that rates have been sustained in a 
material degree by the common expectation that 
arrangements would be effected for stabilizing ex- 
change on something approximating the normal 
basis. The situation, however, has been steadily 
becoming more critical and some comprehensive 
plan for dealing with it is required. The season is 
now at hand when agricultural products should go 
out in large quantities, and the aggregate movement 
of exports in the next four months should be heavier 
than ever before known. But they cannot go unless 
they can be paid for. 

It is true that there are some things which the 
Allies must have from us but there are other things 
that they would like to have but can get along with- 
out, if they must curtail somewhere. We have the 
largest crop of wheat ever raised in this country. 
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and can spare from 300,000,000 to 400,000,000 
bushels for export, but foreign buyers are holding 
back. They expect that the Dardanelles will be 
opened before winter and that wheat can be obtained 
in Russia, Canada, Australia, India and Argentina 
by credit arrangements that will not involve such a 
discount upon the pound sterling. At this season 
active preparations for exporting a large portion 
of the cotton crop are usually under way, but little 
is doing at present in that line. There is not alone 
the low price of sterling to contend with, but the 
great uncertainty as to its price in the future, which 
affects trading in commodity futures. 

At the session of Parliament, which will open next 
month, a bill will be presented by the government 
revising the customs duties, not alone with the pur- 
pose of increasing the revenues but of reducing the 
purchases of the British people abroad. and perhaps 
of diverting them to the colonies. While it is not 
probable that duties will be imposed upon raw 
materials which the colonies do not produce, the 
new list is likely to increase the disarrangement of 
world trade, with both direct and indirect effects 
upon this country. 

Evidently, the United States is interested, along 
with all countries desiring to buy here, in affording 
a stable basis upon which trade may go on. It is, 
however, no simple or easy task. A credit of the 
dimensions required can be provided only by organ- 
ized effort, participated in by the public and sup- 
ported by all sections of the country. The exports 
to be paid for are from all parts of the country and 
no one city or section can assume the responsibility 
of paying for them. 

A joint commission from London and Paris, con- 
sisting of government officials and leading bankers, 
is coming to this country for a conference upon the 
subject, and will be here in a few days. These 
gentlemen will expect to meet, and it is highly 
desirable that they shall meet, representative men 
from all sections of this country, and it is to be 
hoped that the deliberations will result in some 
effective plan of relief. 


Gold Not Wanted. 


The Allies still have large holdings of gold. The 
appeal to the French people to exchange their hold- 
ings of coin for paper money has brought in over 
$100,000,000 since May 27th, and a similar request 
lately made by the British government has resulted 
in a noticeable increase in the reserve of the Bank 
of England. Notwithstanding increased liabilities 
due to the big loan, the reserve now stands at 24 
per cent. as compared with 16 a month ago. How- 
ever, these gains are small compared with the pay- 
ments to be made here. Moreover, it is as certain 
as anything can be that is taught by experience that 
the continued importation of gold is a menace to the 
orderly progress of business in this country. It is 
perfectly true that so long as the fabric of credits is 
not enlarged, additions to the gold reserves will do 
no harm, and serve to broaden the base under the 
situation ; but bank credit is so readily available for 
a thousand inviting purposes that it is too much to 
expect of the people of the United States that they 
will abstain from using it for long at a time. It is 
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certain that they have never persisted in such self- 
restraint, and that the bankers have never been 
proof against their persuasions. There is no Money 
Trust strong enough to close the vaults against the 
public when it is in earnest about wanting accommo- 
dations, 

There is a normal status, or equilibrium, between 
the countries of the world, in industry, in gold hold- 
ings, and in all their relations with each other. That 
status is not fixed, but it cannot be changed abnor- 
mally and violently without reaction. It is being 
changed in that manner now and the prudent man 
will beware of the reaction. The United States is 
obtaining more than its share of the world’s gold, 
as gold would be distributed under ordinary condi- 
tions, and when the war is over it will not be able 
to hold the excess. If the new supplies have been 
stored away, unused and unpledged, and can be 
released without disturbance, well and good; we 
will have simply lost the interest on their value, and 
played the part of miser. But if we proceed to build 
credits upon the new store, those credits will have to 
be liquidated when the base is removed, and the 
liquidation of credits under such conditions is a 
painful experience. Moreover, the very use of these 
credits will have the effect of expelling the base that 
supports them, as soon as normal trading conditions 
are restored. For if under the temporary protection 
and stimulus afforded by the war our industries are 
expanded upon the basis of higher wages and higher 
costs, nothing can be more certain than that we will 
be driven out of every foreign market as soon as 
the war is over, and lose no small share of our home 
trade also, with the result that the trade balances 
will turn heavily against us. 

It is impossible to use the additional credit made 
available by a further increase in the gold reserves 
without raising the level of costs and prices in this 
country; for it can only be used by extensive bor- 
rowing and buying, with the inauguration of enter- 
prises which would create a competitive demand for 
labor at a time when the supply of labor is limited; 
and however desirable it may be to have wages rise 
by natural progress, nothing will be gained from a 
spasmodic movement which ends in the loss of mar- 
kets, widespread unemployment and prolonged stag- 
nation. Wages can only be sustained and advanced 
in this country by a steady demand for the products 
of the industries, and this cannot be had if our eco- 
nomic relations with the rest of the world are ig- 
nored and heedlessly thrown out of gear. The war 
is not going to last long enough for us to get far on 
a career planned only for war conditions. 

How often has prosperity been known to over- 
reach itself, and good fortune turn into calamity. 
We should not be alarmed over the advent of pros- 
perity because it is likely to end in trouble, but an 
expansion of indebtedness based upon conditions so 
plainly temporary as those existing at this time 
would be extremely shortsighted. The present bank 
reserves are more than sufficient to handle any safe 
degree of expansion the country can have and it will 
be better that the country does not receive additional 
capital in the form of gold. Whatever is coming to 
us under these extraordinary trade conditions had 
better be taken in interest-bearing securities or divi- 


dend-paying shares of ownership in going properties, 
either at home or abroad. 

The net importations of gold into this country 
since January 1, 1915, have been approximately 
$200,000,000, and production in this rons has 
been going on at the rate of nearly $100,000,000 per 
year. 


Bond Market in August. 


Midsummer dulness was faithfully reflected in 
the bond market throughout the month of August. 
Sales upon the New York Stock Exchange, amount- 
ing to $61,471,000 for the month to August 26th, 
were in excess of the total bond sales on the Ex- 
change during each of the months of June and July, 
1915. However, this volume was due to special 
conditions and was featured by activity in certain 
rather speculative securities. Chief of these were 
the Westinghouse Convertible 5’s, which gained a 
sudden popularity due to the change in the con- 
vertible feature of these bonds, and the heavy specu- 
lation at advancing prices of Westinghouse stock, 
caused by the general belief that large profits were 
to be made by this Company from “war contracts.” 
Up to August 26th over $12,700,000 par value of 
these bonds were dealt in. Lackawanna Steel 5% 
Bonds also emerged into prominence with total 
transactions of nearly $3,000,000 for that period, 
largely due to the fact that the Company’s earnings 
in the second quarter of 1915 were shown to have 
benefited from increased activity in the steel in- 
dustry, and to the popular understanding that the 
Company was to be the beneficiary from large sales 
of its by-products to certain of the belligerent coun- 
tries. The propounding of the International Mer- 
cantile Marine reorganization plan stimulated activ- 
ity in the 444% Bonds of that Company. The mar- 
ket for New York Central Convertible Debenture 
6’s not only continued broad and active, but showed 
great strength in the face of the uneasiness succeed- 
ing the Arabic incident. 

The average price of 40 bonds as tabulated by the 
New York Times was approximately the same on 
August 26th as at the beginning of the month, 

It may be taken for granted that the most impor- 
tant events of the month in the bond market were 
not those that noisily proclaimed their presence. 
From all standpoints, it is probable that the most 
significant and important event of the month was 
the garnering together under the auspices of the 
British Government of high grade investment se- 
curities held by British invéstors and the shipping 
of these securities to the American market for ulti- 
mate sale or collateral pledge. 


Warehouse and Port Facilities. 


We have frequently commented upon the impor- 
tance to producers and consumers of suitable stor- 
age facilities for all staple products, in order that 
they may be carried over the period from when they 
are ready to leave the producers’ hands until they 
are wanted by the retailers for distribution. The 
costs and risks and wastes of this period of waiting 
and safekeeping frequently make a wide margin be- 
tween what the consumer pays and the producer 
receives. This wide margin is characteristic of new 
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countries and countries of low credit, where capital 
is unobtainable for good improvements. In some 
countries enormous losses occur after grain is har- 
vested because there is no shelter for it for weeks 
until it can be marketed. Barns and warehouses 
are a sign of civilization and of fore-handedness. 

It is true of all kinds of staple products, which 
enter in important volume into daily consumption, 
that if they can be housed safe from deterioration 
or theft, insured, and kept in the custody of respon- 
sible authorities, so that all risk from default is 
eliminated, they can be carried upon bank loans at 
very low rates of interest. Acceptances based upon 
such security are the choicest loans in the market. 
The reserve banks want them, and because they 
want them all the other banks want them. They are 
ideal loans for a banker’s secondary reserve. 

There are now some fine warehouses of this class 
around New York bay. The city of Memphis has 
recently completed warehouses of large capacity, 
mainly for cotton, and other points in the South 
are moving actively to provide good cotton storage. 
We referred last month to the extensive plant being 
constructed under the auspices of the State of 
Louisiana and the city of New Orleans, and since 
then our attention has been called to the thoroughly 
modern facilities that are being provided at Seattle. 

The Port of Seattle is a municipal corporation 
which is just completing the expenditure of $5,000,- 
000 for wharves, elevators, warehouses, refrigera- 
tion yards, transit sheds, etc. Appropriate provi- 
sion is made for the storage of such dissimilar 
products as grain, fruit, meats, salmon and lumber. 
The buildings are mainly of concrete, equipped with 
the most modern protection against fire, and the 
entire plant will be operated by the public corpora- 
tion. 

The city of Houston has voted to expend $3,000,- 
000 upon public docks and warehouses. 

The Norfolk & Western and Chesapeake & Ohio 
railways have, at their terminals on Chesapeake Bay, 
the most modern equipment for loading coal from 
cars into ships, and now the Southern Railway an- 
nounces that it has just completed at Charleston an 
installation which will enable it to unload forty cars, 
or 2,000 tons of coal, per hour, which is as fast as 
any ship can now receive it. This apparatus will 
deliver coal in the hold of a ship with the minimum 
of breakage by means of a conveyor operated by 
electricity. 

All of these improvements, for which the public is 
indebted to the inventors who supply the new ideas 
and the investors who buy the corporation bonds 
and thus supply the money, are calculated to re- 
duce the margin between the producer and con- 
sumer, and provide more efficient service and better 
living conditions for all. 


The Lumber Industry. 


Reference has been made several times in these 
columns to the demoralized state of the lumber in- 
dustry, which has made less recovery since last year 
than any other important line of business. The 
manufacture of lumber normally gives employment 
to more wage-earners than any other branch of 
manufactures in this country, but many of them are 








now out of work and the pay of others has been re- 
duced. The capital invested in saw mill properties 
and accessories, not including any timber lands, is 
over a billion dollars. Evidently depression in this 
industry is of widespread interest and effect, and 
at this time there are three reasons for it: Ist, the 
halt in building operations, which are yet consider- 
ably below normal; 2nd, the scarcity of ocean bot- 
toms, which has seriously curtailed the export trade ; 
and, finally, and most important of all, the great vol- 
ume of bonded indebtedness upon timber lands, for 
the most part created within the last fifteen years, as 
a result of speculation in these lands. Along with 
the great era of construction which followed upon 
the victory for sound money in 1890, came a sudden 
recognition of the fact that the native timber of this 
country was rapidly disappearing, and possessed a 
speculative value. The owners of mills proceeded 
to protect their investments by obtaining control 
of stumpage for years of operations ahead, and this 
of course was legitimate and proper. But the rise 
incidental to these operations attracted investors and 
speculators of all degrees, and under the stimulus 
of their purchases timber lands mounted higher and 
higher. The inevitable accompaniment of every 
such movement is a volume of new indebtedness, 
and in this case, unfortunately, much of it went into 
the hands of the public, as did the debentures of 
mortgage companies during the land speculation of 
the eighties. Timber bonds were in vogue for a 
time, and of course timber bonds, conservatively 
secured, are good today, in the sense that the timber 
will eventually be wanted and when sold will pay 
the debt. But the money is not forthcoming from 
the security itself until the timber is cut, and the 
enormous volume of indebtedness upon timber has 
caused more to be cut than the market will take. 

The lumber business is suffering from having 
been over-stimulated. The future value of timber 
was over-discounted. It may be worth the values 
put upon it to owners who can carry it long enough, 
but it has not been worth those values to owners 
who are obliged to sell to meet current interest pay- 
ments, and there are enough of the latter to spoil the 
lumber market for everybody. The people who 
have been prudent and are entirely able to take care 
of themselves have to suffer along with those di- 
rectly responsible, and the whole country is affected, 
in a measure, by the depressed state of this industry. 

The moral is a very old one, which has been re- 
peated in almost identical terms after every spec- 
tacular uprush in any line of investment or produc- 
tion, and this is a very good time to mention it for 
the benefit of manufacturers and wage-earners who 
may be enjoying unusual prosperity as a result of 
the war. 

We have before us a report prepared by a com- 
mittee of shareholders of a lumber company that 
has been operating in the Pacific Northwest, but 
which is now shut down and in financial straits. 
Under the date August 3rd, 1915, this report re- 
views the general situation in the lumber industry as 
follows: 

Conditions in the timber and lumber industry could not 
be worse. A large proportion of the mills, both in British 


Columbia and on the Pacific Coast of the United States are 
shut down, being unable to operate at a profit, and it was 











apparent that many of these companies were on the verge 
of insolvency. Fir logs are selling in Victoria harbor at 
from $6.50 to $7.00 per thousand feet, while the average 
run of fir lumber brings as low as $9.00 a thousand when a 
market can be found for it. In San Francisco we were 
reliably informed that prices there were even lower than at 
Victoria. Except in a few favored cases there are no ships 
to carry lumber for export, and there is no hope for a gen- 
eral betterment in present conditions until the war is over 
and international trade reaches a normal basis. 

One of the largest holders of timber lands in the United 
States informed us that in his opinion there was a mill 
capacity of fully seven billion five hundred million feet of 
lumber in the Pacific Coast mills, in Canada and the United 
States; that at the outside there was a market, domestic 
and foreign, for not to exceed five billion four hundred mil- 
lion feet, leaving an over-production of two billion one hun- 
dred million feet hanging over the legitimate demand. 
Hard times and depressions in the lumber industry are not 
new. They have been with us now since 1907, and have 
gradually been growing worse until the climax came in the 
cutting off of the ship supply to fill export orders. There 
are fundamental reasons to account for this. Iron and 
concrete are two of them. Then again, large holders of 
timber lands, even the very largest, have been forced to 
sell a portion of their stumpage or to build and operate 
saw mills to manufacture their timber, and all this for the 
good and sufficient reason that taxes on standing timber 
in a number of states are so burdensome that large interests 
can no longer afford to hold their timber, thereby throwing 
upon a restricted market more than it can absorb. 

Then again, the greatest evil that has crept into the lum- 
ber industry has been the bonding of timber and saw mill 
properties, and the customary over-capitalization. We 
heard the common expression from all with whom we 
talked that nearly every timber mill with a bond issue had 
suffered financial embarrassment. Timber properties do 
not lend themselves to bonding because the lumber busi- 
ness is one of violent ups and downs—like the stee] business, 
it is either a prince or a pauper and must after all be 
governed by the law of average. Usually before a mill 
with bonds goes bankrupt, it sacrifices its stumpage to 
meet its interest and sinking fund charges, and this stump- 
age is generally what is termed “the best logging chance.” 
This sacrificing of stumpage at any price to meet the 
interest and sinking fund charges has been, and is, the 
unsolvable problem confronting those who are interested 
in the rehabilitation of this great industry, or “necessity 
drives,” and it is difficult for any association of lumbermen 
to talk reason with a lumbering enterprise which is fighting 
for its life. 


Wealth of the United States. 


In these days when so much is said of the destruc- 
tion of wealth in the world, it is agreeable to have 
figures that give some idea of the rate at which 
wealth is increasing in the United States. A bulle- 
tin recently issued by the Census Bureau at Wash- 
ington gives a calculation of the wealth of this 
country down to the latest year for which figures 
can be made, which is 1912. Similar calculations 
have been made after each regular census since 
1850, and an extra volume was issued on wealth, 
debt and taxation in 1904. It is with the figures 
of the latter that comparison is now made. 


Much has been written since the war began about 
the wealth of Great Britain and Germany, and we 
know that they are the richest nations in the world 
after the United States, but the increase of wealth 
in the United States in the eight years from 1904 
to 1912, as reported by the Census Bureau, was 
substantially equal to the entire wealth of either 
Great Britain or Germany, as estimated by their 
own statistical authorities. 

Dr. Karl Helfferich, now at the head of the 
imperial German Treasury, in a review of the 








economic progress of Germany, prepared in 1913, 
has estimated the total wealth of that country at 
290,000,000,000 to 320,000,000,000 marks, or about 
$75,000,000,000 to $80,000,000,000, Sir George 
Paish in 1914 estimated the wealth of the United 
Kingdom at $85,000,000,000. The Census Bureau esti- 
mates that the wealth of the United States increased 
from 1904 to 1912 in the sum of $80,000,000,000. 
The estimates for Germany and the United King- 
dom include investments by their people in other 
countries, while the census figures for the United . 
States deal only with tangible property in this coun- 
try. The United States owes more than it owns 
abroad, which is not true of the two other coun- 
tries, but in that respect the position of this country 
has probably improved during the eight years under 
review, so that the conclusion as to gains in that 
time is not altered. 


All of these calculations must be regarded as 
estimates only, for there can be no exact inventory 
of privately owned property of every kind, but they 
are based upon such official data as is available, and 
whatever questionable elements there may be exist 
in all of them. They all include land values, and 
there is room for argument as to how much the 
wealth of a country is actually increased by a rise 
of bare land values due to an increase of population, 
On the other hand, as the value of land is not sep- 
arated from that of buildings and other improve- 
ments, a large part of the values reported for real 
estate represent structures and improvements upon 
the land. All expenditures for roads, pavements, 
bridges, fences, drainage, etc., are so included. It 
is to be considered also that whatever is wealth to 
an individual is in a very practical sense wealth to 
the community. All that the owner draws from it 
except what he consumes himself enters into the 
general stock of productive wealth. The land is in 
individual hands because it is believed to be more 
productive and valuable to the community if han- 
dled in this way than it would be under community 
management. In private hands it is the basis of 
credit and an increase in its value means that more 
credit is available for use in the community, and 
credit in modern days is a very effective agency. 

The total wealth of the country , and the total of 
real estate yalues, as shown by the last three esti- 
mates of the Census Bureau have been as follows: 

1900 1904 1912 
$88,517,000,000 $107,104,000,000 $187,739,000,000 
52,537,000,000  62,541,000,000 110,600,000,000 


The value of real estate was sixty per cent. of the 
total wealth in 1900, and slightly less than that in 
1904 and 1912. 

Including real estate, the wealth of the country 
increased at the rate of $4,646,000,000 per year from 
1900 to 1904, and at the rate of $10,000,000,000 per 
year from 1904 to 1912. Excluding all real estate 
values, the increase was at the rate of $2,186,000,000 
from 1900 to 1904, and $4,600,000,000 from 1904 to 
1912. Thus the gains during the last period, outside 
of all increment to land values, and all” fixed im- 
provements upon the land, were practically the same 
as ye including real estate values from 1900 
to ° 


Total wéalth. 
Value of Real 
Estate .... 





The investment in manufacturing machinery, 
tools and implements increased in the eight years 
1904-1912 from $3,297,000,000 to $6,091,000,000, or 
nearly doubled. The investment in privately owned 
electric light and power stations increastd from 
$562,851,000 to $2,099,000,000, and in farm imple- 
ments and machinery from $844,000,000 to $1,368,- 
000,000, etc. These figures show the amazing 
rapidity with which this country is increasing its 
equipment for producing the necessities and com- 
forts of life. They make a satisfactory answer 
also to the pessimistic theories of those who think 
there is no improvement in the general condition 
of the masses of the people. If this capital invest- 
ment has doubled in eight years, it must have more 
than doubled in productive capacity, for new equip- 
ment is usually more effective than the old, and 
how are alk-these goods distributed unless the 
masses of the people are consuming them? The 
thirteenth census showed that from 1899 to 190y 
the amount of capital invested in all manufactures 
in this country increased 105.3 per cent., the num- 
ber of wage earners employed increased 40.4 per 
cent. and the amount of wages paid increased 70. 
per cent. In line with all this are the facts that the 
production of coal practically doubled from 190U 
to 1910, and the tonnage of the railways increased 
in nearly the same proportion. All of this was going 
on while the population of the country increased 
21.4 per cent, 

If with all this multiplication of things the aver- 
age man is not getting more of them than he did 
ten years ago, what becomes of them? 


Labor's Share in Production. 





The foregoing figures are pertinent to recent 
sensational discussion over labor’s share in produc- 
tion. The burden of most of the attacks upon the 
existing order is that vast wealth is being accumu- 
lated in the hands of a few, from which, it is 
assumed, nobody but the owners receive any bene- 
fits. Now, to begin with, the wealth of the United 
States is not in the hands of a few. The lands of 
the United States are not in the hands of a few; 
the ownership is widely distributed. In the second 
place, it is extremely superficial to assume that 
nobody receives any benefit from wealth unless he 
has an owner's interest in it. This is where most 
of the critics go astray. They talk and write as 
though they thought nobody derived any benefit 
from the existence of railways unless he owned 
stock in them; or any benefit from the $8,000,000,- 
000 of investments based upon the use of electricity 
unless he owned stock in some of the electrical 
companies ; or any benefit from all the power plants 
that are daily working for the production of goods 
unless he owned an interest in them upon which 
he received dividends. Such short-sighted assump- 
tions sound like supreme folly, but a great many 
apparently intelligent people, some of them grad- 
uates of universities, some of them teachers in 
universitiés, and even authors of books upon the 
subject and official investigators, are guilty of them. 


When the idea is grasped that the wage-earner’s 
share in production does not end with his wages, 








but that as a consumer he is benefited by every dol- 
lar invested in equipment for production and trans- 
portation, the weakness and ignorance of nine-tenths 
of the attacks upon the existing order are apparent. 
During the ten years from 1899 to 1909, according 
to the census, while the population of the United 
States increased 21.4 the horse power einployed 
in manufacturing establishments increased 85 per 
cent. Will anybody contend that the wage-earners 
derived no benefit as consumers from this increased 
investment of capital in equipment? Of course 
they derive benefits, and their children after them, 
from every dollar of profits which capital reinvests 
in production. The aim and end of every man in 
acquiring and saving is to increase production on 
his own account, and the inevitable effect of having 
production increase faster than population is that 
more goods per head are distributed. Goods would 
pile up, industry would choke down, industrial 
expansion would come to an end, and the accumu- 
lations of the rich would be idle and useless to 
ihem if consumption by the masses did not keep 
pace with production. 


It is a fact with which practical people are famil- 
iar that the returns to capital in ordinary business 
are very small; they range from less than nothing 
up through the meagre and moderate to the unusual 
and extraordinary. Whatever they are, all above 
what the owner consumes, or devotes to himself 
and dependants, goes back into the promotion of 
production. One of the most familiar cases of 
extraordinary income is that of Mr. Henry Ford. 
He has shown a very liberal spirit toward his em- 
ployees, but after increasing the payments to them 
he still has an unusually large income, the most of 
which he is understood to be using for industrial 
development. It is altogether probable that the 
latter investments will be worth a great deal more 
to the wage-earning class as a whole than his wage 
bonuses. 


Every attempt on the part of a capitalist to 
increase his wealth requires him, first, to enter the 
labor market as a competitor with other employers, 
and, second, to use the labor he hires in rendering 
some public service. Thus the promptings of seit 
interest in the individual effect a widespread dis- 
tribution of benefits, and what the wage-earners 
seem to lose at the source comes back to them or 
their children in the general fruits of industrial 
progress. There is a law of equilibrium in the 
economic world, as there is in the physical universe, 
which is always at work restoring the normal bal- 
ance of things, and the critics leave its compensa- 
tions entirely out of their account. 


The people of the United States expend more 
money upon education than upon any other func- 
tion of government, and it is a great pity that this 
fundamental principle of social progress, which has 
been demonstrated throughout the history of civili- 
zation, cannot be sufficiently impressed upon the 
youth of the country to be occasionally heard from 
in public discussion. Would it be consistent with 
“academic freedom” to suggest that some attention 
be given to it in the schools? 








General Business Conditions. 

August is not a month for pronounced changes 
in the volume of business, but the general situation 
has grown stronger during the month just closed. 
There is increased industrial activity, a certainty 
of good crops and a very hopeful feeling over the 
outlook for trade during the fall months and for the 
next year ahead. 

The farming season has been a wet one, but on the 
whole the results are unusually good. The winter 
wheat crop for the Southwest was damaged 
considerably by rain, but the spring wheat crop 
in the Northwest is a wonderful one, and the total 
wheat yield for the United States will be not far 
short of 1,000,000,000 bushels. The good condi- 
tions in the spring wheat country extend over into 
Canada, which has the largest crop it has ever 
grown. Market conditions, however, are just the 
reverse of what they were a year ago, when, on ac- 
count of short crops abroad and the outbreak of 
the war, foreign governments were bidding against 
each other in this market. This year the wants of 
the Allied countries will be supplied more methodic- 
ally, and as yet foreign buyers are holding off. It 
is something remarkable that with the greatest war 
of history depleting the ranks of the agricultural 
workers the world’s grain crop in 1915 is the great- 
est ever known. 

The corn crop is on the largest acreage ever 
planted. In the northern belt it is late and will re- 
quire good weather into October to ripen, but the 
states which suffered from drought last year will do 
better, and the yield in the South will be larger than 
ever before. Moreover, the multiplicity of silos now 
affords a means of utilizing green corn and with the 
great yields of hay, oats and barley there will be no 
shortage of feed. 

The root crops, including potatoes are large, and 
on the whole Nature has been bountiful to the 
United States in 1915. The food supply is ample 
and prices should be moderate throughout the com- 
ing year. 

The cotton crop has deteriorated during the month 
and from the latest reports will hardly reach 
12,000,000 bales. The expected has happened in 
the action of the governments of Great Britain and 
France declaring it contraband of war, but the 
market had evidently discounted the effect upon the 
price. The normal takings of Austria-Hungary and 
Germany amount to 2,500,000 to 2,800,000 bales, 
but much of this is made into goods for export, 
which presumably will be made elsewhere this year. 
Moreover, there is reason to believe that German 
interests will take the precaution of buying and stor- 
ing in this country at least a portion of their possible 
requirements. Although for various reasons the 
usual amount of foreign buying will not be present 
at the opening of the season, ample preparations 
have been made to carry the crop and no serious 
slump of prices is anticipated. A large amount 
of warehouse space has been provided in the South 
during the past year, and there is an abundance of 
money to lend on cotton properly stored. The Sec- 
retary of the Treasury has announced that $30,- 
000,000 of public money will be deposited in the 








Federal Reserve Banks of Richmond, Atlanta and 
Dallas to enable them to care for this special de- 
mand. The conditions relative to the marketing of 
cotton and the state of mind in the South on the 
subject are altogether different from what they were 
a year ago. The South has made this crop at a 
lower cost than any previous one, has more of other 
products to supplement it, and it is believed that 
general trade in that section of the country will 
be much improved during the ensuing year. 


The steel industry is operating practically at ca- 
pacity, and extensions and enlargements are re- 
ported from various quarters. An important in- 
crease in pig iron capacity is under way. The Pitts- 
burgh district is busy as can be. The new orders 
for machine tools both for home and foreign demand 
indicate that the capacity for making shrapnel is 
still expanding. 

It is something unprecedented that the iron and 
steel making industries should be running full, with 
so little buying by the railways. There is, how- 
ever, considerzvle business from the Russian and 
French railways. Equipment buying by American 
railways is very light. 

The bituminous coal trade is still slow, but some 
improvement is observed. The Norfolk & Western 
and Chesapeake & Ohio railways are breaking all 
their previous records of tonnage, the export trade 
being an important factor. The domestic market, 
however, is still slow. 

The report of the United States Geological Survey 
covering the coke industry for 1914, was published 
during the month. This shows a total output of coke 
in the United States for that year to be 34,555,914 


short tons valued at $88,334,217. Of this 11,219,943 
short tons was produced in by-product ovens with a 
recovery of over $17,500,000 worth of by-products, 
or approximately, $1.55 for each ton of coke. As 
there were over 23,000,000 tons of bee-hive coke 
made in 1914, the loss of by-products from coal 
made into coke in the bee-hive ovens in 1914 was 


very large. The demand for these by-products, 
which include benzol and analine dyes, has led sev- 
eral of the important steel companies to begin the 
construction of by-product ovens in conjunction 
with their plants. The Republic Iron & Steel Com- 
pany is adding 76 ovens, the Youngstown Sheet & 
Tube Company, 204 ovens, and the LaBelle Iron 
Works are considering the construction of 96 ovens. 

The Connellsville region is now practically bare 
of spot.coke, and shipments are at the rate of about 
400,000 tons per week, a record for the year. The 
region is operating 72 per cent. of its furnaces at 
95 per cent. of their capacity. 

The metal-mining industry in the west continues 
active, and reports show much enterprise in Alaska, 
stimulated probably by the new railway project to 
the interior. A large increase in the Alaska gold 
product is expected next year. The market for 
copper, lead and spelter is decidedly down from the 
high prices of three months ago, but there is no re- 
duction of output. 

The textile industries have experienced a decided 
improvement. The woolen mills have taken some 
large orders for cloth for uniforms and the home 
trade is better. In cotton goods the fine and fancy 








goods mills have not been in as good shape for sev- 
eral years. As with the woolen mills they have 
been relieved of troublesome foreign competition. 
Despite the absence of a normal domestic trade in 
cotton duck, the duck mills of the country are busy 
and will continue so for at least another two months 
on export business in hand. In all knit goods con- 
ditions are very good, as producers not only have 
the home market to themselves but a large foreign 


demand. The total value of cotton goods exports 
for the fiscal year ended June 30, 1915, was $71,- 
973,497 as against $51,467,233 in the previous year, 
but all of this was in plain cloths. The shortage 
of dye stuffs is occasioning considerable embarrass- 
ment, 

Money continues in abundant supply with the 
demand easy and reserves increasing through the 
importation and production of gold. 





STATEMENT OF RESOURCES AND LIABILITIES OF EACH OF THE TWELVE FEDERAL 
RESERVE BANKS AT THE CLOSE OF BUSINESS AUGUST 27, 1915. 


(In Thousan 


ds of Dollars) 








RESOURCES 
Gold coin and certif’s. Set- 
tlement fund. Cr. Balances 
Gold Settlement Fund. 
Gold Redemption Fund .. 


Boston| N. Y. Phila. | Clev’d| Rich’d 


11,858 | 113,502 


15,736 
55 


13 059 


4,119 
4,370 
345 


11,693 
1,244 
37 


|Atlanta 


Chicago | St. Louis|M’npl’s| Kas.City 


3,476 
1,415 
225 


24,497 
12,326 


5,858 


5,380 
1,047 3,523 
30 


ea 


7,685 
2,512 
35 








8,834 
122 


Total gold reserves.. 


Legal tender notes, Silver 
certif’s and Sub. coin.... 


129,293 | 12,974 | 17,054 
10.923 | 3.196 | 1.058 | 








5,116 
460 


36,823 
2.197 


10,232 
372 


6,935 
5 


8,940 
465 





Total Reserves...... 140,116 | 16.140 | 18.112 | 8,956 | 


5,576 | 39,020 10,604 6,940 9,405 





421 | 8,652 
484 


Bills discounted and Loans 
Commercial paper 
Bank acceptances......... 


512 | 
182) | 


445 
6.066 _ 


4,820 1,226 1,185 1,934 
1,144 456 304 





6.511 | 2.051 | 905 | 8,652 


2,370 1,641 | 2,238 





852 
2,422 


447 
406 
246 


Investment U. S. Boots. . 
Municipal Warra 
aaa from other F. x Banks| 


340 
2,747 
1,322 

150 


10,802 
331 


Federai Reserve Notes, net| 176 


7,245 
All other resources. 388 





3,951 
3,502 


3,241 
2,431 
133 


244 


1,027 
696 559 


560 
60 





| 25,270 165,062 | 23,292 18,115 


TOTAL RESOURCES... 


10,891 389,983 





LIABILITIES 


Capital Paid in 
Reserve Deposits, net 
Due to other F. R. Banks 


10 978 
150,128 


2,601 


3,364 
7,764 


Federal Reserve notes in| 
circulation Net Amt.. 


All other Liabilities 


6,865 


1,355 122 


2,419 
5 316.989 


+420 


3,001 19 


51 


157 5,854 16,738(a) 
39 567 




















TOTAL LIABILITIES os 25,270 | 165,062 23,390 | 18,155 














10,891 | 54,648 16,191 | 11,384 13,851 | 14,707 | 16,410 | 389,983 

















(a) 
(b) 


Total Reserve notes in circulation, 95,233. 

After deduction of items in transit between Federal Reserve 
cash reserve is 88.2% Cash Reserve against liabilities after 
Notes in circulation, 90.8%. 


(c) Maturities of bills discounted and loans: 30 days, 15,103; 60 


Banks, 6,990, the Gold Reserve against Net Liabilities is 82.1% and the 
setting aside 40% Gold Reserve against net amount of Federal Reserve 


days, 17,209; other maturities, 10,527; Total: 42,839, 





Federal Reserve Bank Earnings. 


The following table which shows the earnings and cur- 
rent expenses of the Federal Reserve Banks, in relation to 
average capital, from November 16, 1914, to June 30, 1915, 
- - a in a statement issued by the Federal Reserve 

oard: 

EARNINGS AND CURRENT EXPENSES OF THE FEDERAL RESERVE 
BANKS RELATED TO THEIR AVERAGE CAPITAL. 
{In thousands of dollars.) 





per cent. of the total earnings was from municipal war- 
rants; about 10% from acceptances; and 6% from United 
States bonds. Thirty-seven per cent. of the total earnings 
is credited to the three Southern banks. 

The earnings of the twelve Reserve Banks show that the 
system as a unit, is paying current expenses, and carrying 
a surplus to its organization, equipment, and cost of notes 
accounts. 


Discount Rates. 





Per | Per 
cent. of cent. of 
Cur’ent Cur’ent 
Earns. | Exps. 


to to 
Capital |Capital 


Gagttel Receatat at 
ose 
Business on Fridays 


Nov.19| Feb.4 | May7 
1915 


1914 1915 

1,620 om 4, 781. 
4,084 
3,997 
2,072 


Days 
Times 
Capital 
000's 


omitted) 


Federal 
Reserve 
Banks 


W’gted 








Boston.. 

New Vork.. 
Philad’ phia 
Cleveland.. 
Richmond.. 


i) 
8 
Cy 
= 


& 
E8853 


SR88 


ee 


ne eww 


BEELELEEE 
38 


~ 


Chicago.. 
St. Louis... 
inneapolis 


— ‘City 


3 
~ 











a bea 





CNNNNANWAD 

b canatioulinigsipanineh 
1 

& [eas 

loppespop Site p er 

|RRRARARARRR ARAN 




















«| 18,058 | 35,123 | 53,487 | 7,743,691 | 94,112 | 486 


The total earnings of the banks during this period 
amounted to $918,588.59, while the current expenses were 
$894,117, which does not include the expenses incurred in 
organization, equipment, and the original cost of printing 
the Federal Reserve notes. It is interesting to note that 
of these earnings 59% was from notes discounted. From 
this class of business, the banks in the South show nearly 
100% of their earnings; the New York banks, 60%; Boston 
and Philadelphia, 50%, and Cleveland, 42%. Twenty- four 





Discount rates in effect at Federal Reserve Banks August 
80th. 1915. 





MATURITIES 





over 10 
daysto 
ys, 
inclus- 
ive. 


over 30 | over 60 

to 60 90 
days, 
inclus- 
ive. 





Deen. | oc. 5483 


Philadelphia..... | 
Cleveland........ | Feb. 
Richmond. 











[ot lo elalmloslamtomamiaataal 
alae ele a ello 
ANAM HAHA nan 


San Francisco... 3 % 











Authorized rate of acceptances, 2 to 4 per cent. 

On March 10, the Federal Reserve Board fixed the following rates for 
rediscounts between Federal Reserve Banks; 3% per cent. for maturi- 
ties of 30 days and less; 4 per cent. for maturities of over 30 days to 90 
a inclusive. 

On July 22, the Federal Reserve Board approved a rate of 3% per 
ot. re — of trade acceptances at the Federal Reserve Bank 
of New Yor! 


THE NATIONAL CITY BANK OF NEW YORK. 
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